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STATE PLAN UNDER TITLE xu(OF THE SOCIAL SECURITY ACT 
State: MICHIGAN 

POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(INPATIENT HOSPITAL SERVICES) 

Hospital operating cost ratios will be taken from hospital cost reporting periods ending 
between October 1, 1994 and September 30,1995. For hospitals with more than one cost 
reporting period ending in this date rangewill have their data from thetwo periods added and 
a singleratio will be computed. If the ratio is greater than1.O, a ratioof 1.O will be used. 

Reimbursement for inpatient services under TitleV will not include DSH payments. 

In order to qualify for DSH payments, hospitals must have at least one percent Medicaid 
inpatient days to total inpatient days. 

Hospitals thatfail to supply indigent volume data will not be eligible toreceive 
disproportionate share payments. 

For new hospitals, disproportionate share payments be withheld until the hospital's 
indigent volume can be calculated and appliedin the normal update process. 

For new distinctpart psychiatric unitsof general hospitals, the indigent volume data from the 
general hospitalwill be used to determine DSH payments applicableto the distinctpart 
psychiatric unitsuntil the unit's indigent volume canbe calculated and applied in the normal 
update process. 

To be eligible to receive DSH payments, hospitals must also meet at least one of the 
following criteria. Except for hospitals and distinct part psychiatric unitseligible under the 
fourth criteria(P) listed below, hospitalswill be contacted annually by letterand asked to 
report their status on these criteria. 

The hospital must: 

9 	 have at least two (2) obstetricians with staff privilegesat the hospital who have agreed 
to provide obstetric services to individuals who areeligible for Medicaid services; or 

9 	 be located in a rural area (as defined for purposes of section 1886 of the Social 
Security Act) and have at least two at the hospital(2) physicians with staff privileges 
who have agreedto provide obstetric services to individuals whoare eligible for 
Medicaid services; or 

9 	 serve as inpatients a population predominantly comprised of individuals under 18 years 
of age; or 

9 	 as of December 22, 1987, not have offered non-emergency obstetric services to the 
general population. 

1. Regular DSH Pools I 
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STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 
State: MICHIGAN 

POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(INPATIENT HOSPITAL SERVICES) 

survey data. The share of the DSH paid to hospitalswith IV of at least 20% is 
based on a DSH share of: 

Title XIX Charges x Operating Ratiox (IV - 0.2) 

c.DistinctPartRehabUnits 

Title XIX Charges x Operating Ratiox (IV - 0.2) 

DSH2. Local Pools 

Separate DSH poolswill be created annually for geographic areas coveredby an 
Indigent Care Agreement (ICA) approvedby the Directorof the Medical Services 
Administration. Each pool will be established based upon local funds transferred to 
the state by one or more counties specifically for this purpose, the proportionate share 
of state dollars previously appropriated for such purposes (during the most recent state 
fiscal year for which this datais available) for the geographic area covered by the ICA, 
and federal financial participation funds. After theinitial year, state contributionswill 
be based on the state'sinitial year contribution updated annually for inflation. The 
inflation rate will be the same rate as experienced by the State Medical Program 
(SMP). Local contributions will be limited to60% of the state and local match. Pool 
size will be determined annually. 

DSH paymentswill be made to hospitals with approved ICAs between themselves and 
non-governmental entities established to provide medical care for the indigent 
population in eligible counties. Counties where approved ICAs exist will be excluded 
from participation in the SMP. An approved ICA must include, at a minimum, provision 
for medical services for those individuals who would otherwise qualify for coverage 
under the SMP. Medical services provided under an ICA must equal or exceed that 
provided by the SMP. 

One quarterof the annual payment to eligible hospitals participatingin an approved 
plan will be made at the beginning of each state fiscal quarter. To be eligible, 
hospitals must meet minimum federal requirements for Medicaid DSH payments 
(found earlier inthis section) and have an approved ICAin place. The DSH payment 
ceiling must be specified in the ICA. Local funds must be transferredto the state 
before a payment based onlocal funds will be madeto a hospital. 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
State: MICHIGAN 

POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(INPATIENT HOSPITAL SERVICES) 

I. Capital 

The initial reimbursement for capital willbe paid as a separate Capital Interim Payment (CIP). 
ClPs will be made using a semimonthly schedule(24 payments per year). The CIP amount 
will be set using the most recent available cost data and an estimated impactof any 
applicable limits on capital. CIP amounts will be set annually at the beginning of the 
hospital's fiscal year. ClPs may be adjusted due to significant changesin capital costs that 
are not reflected in the most recent cost report. 

After the end of the facility's fiscal year, the total amountpaid under CIPis compared with 
total capital cost as reported on the filed cost report for that yearless any capital limits that 
apply. Differences are gross adjusted. 

If a hospital has a separate distinct part psychiatric unit, separate CIPs, comparisons to 
actual costs and determination of appropriate will be made for the distinct part unit and 
the balanceof the inpatient hospital. 

The Medicaid shareof allowable capital costs is determined using Medicare Principlesof 
Reimbursement. 

The limits on capital describedin this section apply for fiscal years beginning on and after 
October 1, 1990. The net licensed beds days calculation for hospitals whose fiscal year 
begins after September30,1990 and before January1, 1991 and that reduce their licensed 
bed capacity by delicensing beds or using the rural banked beds option before January1, 
1991 will be made asif the reduction occurred on October1, 1990. 

Net licensed beds are usedto determine net licensed bed days for capital reimbursement 
and includeall beds temporarily delicensed, except forrural banked beds, with rural as 
defined under section2 below. Net licensed bed days are: 

Total Licensed Bed Days- Rural Banked BedDays 

A hospital may apply for a reductionin net licensed beds days to subtract bed days 
unavailable dueto construction or renovation. Such a reduction is only available for beds 
which are taken out of service for construction or renovation for a limited periodof time and 
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